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DEC2 7 1983

Dear Applicant:

We have considered your application for recognition of exemption from
Pedera! income tsx under section 501(e’(4) of the Internal Revenue Code.

The information you submitted discloses that you were incorporated on
under theflj Kor~Profit Corporstion Act. Your
purposaes and activities are to preserve and maintain a condominium
project, to collect fees from the cwmers, to set aside money for future
emergencice and ma jor maointenance repairs, to provide property and
71iadility insurance, 'nd to promote the common good, health, safety and
grneral welfare of the residents.

Membrvratip is open to ownere of a condominium unit auvtometically upon
paymert of a homeowner fee. Your support will be received from dues and
assersments and then used for the maintenance of the condominiums.

Section 501(c)(4) of the Internal Revenue Code provides exemption for:

“Civic Leagues or organizations not organized for profit but operated
exclusively for the promotion of social velfare...”

Section 1.501(c)(4)~1(a)(2)(1) of the Income Tax Regulations provides
that:

“"An orgenization is operated exclusivaly for the promotion of

social welfare 1f 1t i3 primarily engaged in prometing in some way
the common good and general welfare of the people of the community.
An orgeization embraced within this section is cne which i»s
oprrated primerily for the purpose of bringing about civie
betterment and social {mprovements.”

vevenur Lulirg 74-17, 1274-1, C.B. 130 holds that an organization formed
by the unit owners of s condominium housing project to provide for the
nonagerent, maintenance, and care of the common aress of the project does
not qualify for exemption under Sectiom 301(c)(4) of the Code.




Revenua Ruling 74-99, 1974-1, C.B. 131 gtates that a2 homeowners
association to qunufy for umtm under Section 301(e)(4) of the Code,
(1) sust serva ¢ "community” which dears s reanOn.$le :ceo.nilnblo
relationship to an amia oydinarxly identified as govcrnhcutal, (2) 1t must
not conduct activities directed to the exterior maintenance of private
residences and (1) tha common sreas or facilities it o/ms and meintaine
ruct be for the wse and enjoymant of tha genmeral publiec.

Your purposes smnd activities are sfmilsr to the activities doscrided in
Revenue Ruling 74-17, where the or;:nitu!tor vas providing psrticulsr
service: for their memberg and not for a “"community” benefit. Therefore,
we concluda that you do not qualify lor exemption from Yedural income tax
under Section 501(e)(4) of the Code.

Accordingly you are raquirad to £ile Income tax returns on Form 1120.

Altbough you do not quilify for exemption under Section 350L(c)(A) of the
Code, it 1s possidle that you may qualify for treatment undar Section 528,
vhich 1s applicable to certain homeowners associstions. The Internal
Revenue Service is not ruling on the question of whether the organisstion
qualifies for treatwent under Sectiom 328, There rre no spplication forms

to be f1lrd. 1If you beliave you qualify for sr-° treatment you should
file Form 1120-RH.

If you agree with these conclusions er do not wish to file s written prorest,
please sign and return Form 6018 in the cnclolod self-eddressed envelope as
soon as poasible. .

1f you do not agree with these conclusions, you may, within 30 days from the
date of this letter, file in duplicate s brief of the facts, law, and argument
that clenrly sets forth your positicn. If you degire an oral discussiom of the
issue, please indicate this {p your protast. The enmclored Publication 892 B
gives instructions for {iling s protest. .

If you do not file a protect with this office vithin 30 days of the date of..-
this report or letter, this proposad Actersinstion will hecome finel.

. 8incerely yours,

District Directe”

Ernclosures:

Form 117C-11
Form 601°
Pubh Ty v ian 00





